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NOMINATIONS OF GEORGE H. KING, JR., AND 
KARL BRANDT 


WEDNESDAY, MARCH 11, 1959 


U.S. SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10:07 a.m., Senator A. Willis Robertson (chairman of 
the committee) presiding. 

Present: Senators Robertson, Sparkman, Frear, Douglas, Clark, 
Proxmire, Byrd, Williams, Muskie, Capehart, Bennett, and Bush. 

Also present: Senator Eastland. 

The CHairman. The committee will please come to order. 

] note we are to consider two nominations In open session and then 
In executive session. 

We will take up the nomination of George Harold King, Jr., of 
Mississippi, to be a meniber of the Board of Governors of the Federal 
Reserve System. A biographical sketch has been submitted for Mr. 
King, which will go in the record. 

(‘The biographical sketch referred to follows :) 

BIOGRAPHICAL SKETCH OF GEORGE HAROLD KING, JR. 

sorn August 18, 1920, at Oakdale, La.; father, George Harold King (see Who’s 
Who in America) ; mother, French Freeman. 

Graduated Glenmora (La.) High School, 1987; best athlete award, 1936; ac- 
tivities award, 19387; attended Louisiana State University, 1987-41; member 
Sigma Chi fraternity ; member “L” Club (varsity letter club) ; graduated in 1941 
with B.S. in accounting: also attended University of Colorado Summer School, 
1939-41. 

Entered active duty in U.S. Naval Reserve as ensign on May 1, 1942; released 
to inactive duty February 2, 1946, with rank of lieutenant; currently in inactive 
reserve of USNR. 

Married Daudrille Elaine Hollaway, of Melville, La., on May 15, 1942; chil- 
dren: Linda Flaine King, born November 30, 1944; George Harold King III, 

» born November 21, 1945; Lisa Hollaway King, born February 3, 1955. 

>’ Treasurer of King Lumber Industries, Canton, Miss., from 1946 to 1949; ex- 
ecutive vice president, 1950 to 1958; president, 1958. King Lumber Industries 
poperates lumber, oak flooring, woodworking, and wood preserving plants in 

Mississippi and Louisiana. Presently employs over 500 persons in manufactur- 
j ing. Engaged in commerce through extensive marketing of wood products. 
») Have extensive timber holdings and timber leases in Louisiana. Domestic and 
i foreign shipments of lumber and oak flooring. Also engaged in mineral leasing 
} of lands. 

» Started herd of purebred Hereford cattle in 1948 known as King Herefords, 
Canton, Miss.; farm size, 405 acres—125 brood cows. In January 1957 exhibited 
champion Hereford bull at National Western Livestock Show, Denver, Colo. This 
animal bred and raised by King Herefords, Canton, Miss. Produce of herd sold 
throughout the United States and Mexico. Received commendation from Missis- 
sippi legislature on March 26, 1956, for accomplishments in cattle breeding. Di- 
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rector American Hereford Association, 1956 to date; director Mississippi Here. th 

ford Association, 1949 to date. 1S 
Appointed director of New Orleans branch of Federal Reserve Bank of Atlanta 

in January 1956. Served as chairman of New Orleans Branch Board, 1958. M 
Deacon First Presbyterian Church; director Mississippi Economic Council~ 

State Chamber of Commerce; member Rotary Club: Jackson Country Club: = 

Madison County Country Club. "| ve 


The CHAIRMAN. The Chair is happy to recognize in the audience S) 
our distinguished colleague, the senior Senator of Mississippi, Mr, le 
Eastland. Perhaps Mr. Eastland would like to make a statement T 
and present his constituent to the committee. Senator Eastland. 7 7 

Senator Easrianp. Senators, I would like you to meet Harold et 
King. I want the record to show that I have known him for many 

years. He is a very successful businessman, he is a director of the) ¢, 
Federal Reserve Branch Bank in New Orleans. He is thoroughly) }, 
competent and qualified in every respect and I think, if confirmed, 
would make an outstanding record on the Board. 

The Cuatrrman. Thank you, Senator Eastland. 

Also we have in the audience Governor Balderston, Vice Chairman h: 
of the Board of Governors of the Federal Reserve System. 

Governor, do you wish to express the viewpoint of the Board in} ¢, 
presenting this nomination / S; 

Governor Batperston. Mr. Chairman and members of the com- 
mittee, it is with real satisfaction I present to you a native of Louisi-| 4, 
ana, a citizen of Mississippi, a lumberman, a cattle breeder, a director 
and chairman of the New Orleans branch of the Atlanta Federal 
Reserve Bank. 7 m 

Like the three most recent new appointees to the Board, Mr. King) 94 
comes from within the System. It is with real pleasure I present him 
to you. ti 

The CHarrman. Thank you, Governor. 

Now, Mr. King, if you will take the witness stand, some members 
of the committee may wish to ask you questions. We are pleased t 
greet you. * 

Are there any questions ? 

Senator Frear. I did a little wondering as to why you left the 
State of Louisiana and went to Mississippi. Is there any real reason 
for that? 

Senator EastLanp. He recognized a good State when he saw one) ge 

Senator SparKMAN. I think the real reason is he was moving towaré@ 
Alabama. 

Senator Frear. That just makes hima long way from Delaware. 


aS 


STATEMENT OF GEORGE HAROLD KING, JR. th 


Mr. Kine. Senator Frear, Senator Sparkman, my grandfather wag 


born in Alabama, and he moved to Louisiana where my father wag }, 
born. After the war when I got out of the Navy, we had bought 


business in Mississippi, and I fell in love with the State and the people 







I have great respect for our congressional delegation, and I am ver ” 
proud of being an adopted son. T am proud of the fact that they p 
adopted me. So T have remained in Mississippi with our business ang 4, 
also developed some other lines of business there. I regret that 

cannot live with my good friends in Louisiana also, but T do go dowy , 





| Here- 


\tlanta 

8. 

uncil— 
Club; 


clience 
i, Mr. 
ement) 
d. 
Tarold 
many 
of the 
mughly 
irmed, 


Lirman 
ard in 
e con 
Louisi-} 
irector 
“ederal 
*. King) 


nt him 


embers 
ased te 


left the 


| reason 


aw one 


toward 


are. 


her ws 
her wa 
ought 

» people 
am very 
hat the 
ness an 
t that 


oo dow 


NOMINATIONS OF GEORGE H. KING, JR., AND KARL BRANDT 3 


there frequently, and I have many friends in Louisiana, I think. That 
is the reason I am in Mississippi—because of business. 

Senator Frear. Mr. Chairman, I commend the people who selected 
Mr. King for this high and important position with the Federal Re- 
serve System. I think they have made a very wise choice, and it is 
very gratifying to know, as Governor Balderston has said, that they 
have gone into the System and found qualified men to represent the 
System on the Board of Governors. Iam sorry I cannot share our col- 
league’s social fraternity, but I can your civic organization, Mr. King. 
Tam happy that you have been selected, and I sincerely hope you may 
get the affirmative vote of this committee for confirmation. 

Senator DoucGias. No questions. 

The Cuatrman. The Chair wishes to state that the junior Senator 
from Mississippi, Mr. Stennis, has personally informed the Chair that 
he has a very high regard for Mr. King and warmly endorses this ap- 
pointment and recommends confirm: ition. 

Any questions ¢ 

Senator CareHart. No, other than to say we are delighted and 
happy to support you, 

Senator SpaARKMAN. Mr. Chairman, may I say that I had a letter 
from a good friend of mine, who is one of the leading bankers in the 
State of Alabama, strongly endorsing Mr. King. He has had expe- 
rience with him, and he gives a very fine, strong endorsement. You 
know Austill Pharr of the First National Bank of Mobile? 

Mr. Kina. Yes, sir. 

The CHarrman. Mr. King, the distinguished Senator from Illinois 
may have some we ions for you later when he gets into the problem 
of a stable dollar. I do not think he will pass up that pleasure. 

Senator SpaRKMAN. Mr. Chairman, I would like to ask just a ques- 
tion or two for the record. 

You are not a banker as such, are you ? 

Mr. Kine. No, sir. 

Senator SparKMAN. But you have served for several years, first 
with the Board at Atlanta and later with the—— 

Mr. Kine. No, sir; I have served 3 years on the New Orleans branch 
board and have just received, in January of this year, a new appoint- 

ment for 3 years, which I have just commenced. 

Senator Sparkman. The New Orleans branch of the Federal Re- 
serve district. The main office is in Atlanta? 

Mr. King. Main office at Atlanta, yes. 

Senator SpaRKMAN. Yes. 

Mr. Kina. I think back when the bank was located in the Sixth 
Federal Reserve District there was some discussion about whether 
the bank should have been located in New Orleans or Atlanta, so the 
first branch was established at New Orleans. 

Senator SparkMAN. If they had put it in Alabama, they would have 
been good friends of mine. 

Mr. Kine. With some of my heritage in Alabama, I cannot argue 
with you on that. 

Senator Dovenas. May I say, in the proportioning of capital in the 
Federal Reserve districts, I think the South came off very well, thanks 
to Mr. Glass and Mr. Steagall. 

The CrarrmMan. You are a farmer rather than a banker. I saw 
a picture of your Mississippi ranch that indicated that you were 
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raising Herefords. I also heard you were president of the National 
Angus Association. I wondered which is your specialty, Herefords 
or Angus. 

Mr. Kiva. Well, sir, I raise Herefords, but I have many friends 
among the Angus breeders. 

Senator Sparkman. You ought to be in public office. 

The Cuamman. I think that reply is satisfactory. Thank you 
very much. 

Senator SparkMAN. According to your biography you have 125 
brood cows on 405 acres? Is that not pretty good? 

Mr. Kine. That is Mississippi for you. 

Senator SparKMAN. You use the land quite fully. 

Senator Frear. Of course, you recognize that we have the presi- 
dent of the American Devon Cattle Association as a Member of the 
Senate, Senator Wayne Morse from Oregon ¢ 

Mr. Kine. I shall discuss that with him when I have an op- 
portunity. . 

The Cuatrrman. Thank you, Mr. King. 

Mr. Kine. Thank you, sir. 

The Cuamman. The next nomination before the committee is that 
of Karl Brandt, of California, to be a member of the Council of 
Economic Advisers. For Dr. Brandt, too, we have a biographical 
sketch for the record. 

(The biographicai sketch referred to follows :) 


SIOGRAPHICAL SKETCH OF KARL BRAND! 


Karl Brandt, born Essen, Germany, January 9, 1899. Graduated University 
of Berlin, the Wiirttemberg State College of Agriculture, 1921; Dr. agr., College 
of Agriculture of Berlin, 1926. 

Dr. Brandt was director of Farmer’s Cooperative Plant Breeding Association, 
Rotenburg, Germany, 1921-25; chief appraiser and vice president of German 
Farm Tenant’s Bank, 1928-29; adviser to the President of German Short Term 
Farm Credit Administration, Berlin, and member of the board of directors, 
1929-33 ; professor of agricultural economics, College of Agriculture, Berlin, and 
director of Institute of Agricultural Market Research, also member of board of 
experts of German Bank for Industrial Obligations, and consultant to Minister 
of Agriculture, 1929-33. 

Dr. Brandt came to the United States in 1933 and became a naturalized citizen 
in 1939. He served on graduate faculty of political and social science of New 
School for Social Research, New York, 1937-38; professor of agricultural 
economics, Food Research Institute, Stanford University, since 1938. 

From time to time Dr. Brandt has served as adviser and consultant to the 


Federal Government and to international agencies ane foundations; e.g., ad- | 


viser to Secretary of Agriculture, 1942; consultant, U.S. War Department, 1943; 


consultant, War Food Administration, Foreign Sarrealt a Administration, and | 


Farm Credit Administration, 1944-45; adviser to U.S. Office of Military Gov- 
ernment for Germany, 1945-46; member joint mission to Uruguay of the World 


Bank and FOA, 1950-51; consultant to Ford Foundation on European Economic 


Cooperation, 1952-54. 

He is a member of the American Economic Association, Western Economic 
Association, American Farm Economic Association (president, 1955-56), and 
Western Farm Economic Association (president, 1943-44). He has published 
books, pamphlets, and articles on subjects of agricultural economics and policies. 


Married to Anitta Hewel von Lindenfels of Cologne, Germany. They have. 


four American-born ee: Klaus, a graduate of University of California who 
served 3 years in U.S. Army, and at present is with Southern — ific Co.; Jobst, 
a graduate of St Sark University, at present lieutenant in U.S. Army; Goetz, a 
student at St: unford University ; and Ralph, a student at ater C ross College. 

Home address, 221 Kingsley Avenue, Palo Alto, Calif., Washington address, 
3524 Davenport Street NW. 
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The Cuarrman. I understand that Dr. Saulnier, the Chairman of 
the Council, is here. Perhaps the doctor would like to present to the 
committee the nomination. 

Dr. Sautnrer. I am Dr. Raymond J. Saulnier, the Chairman of 
the present Council of Economic Advisers. I am here this morning 
to introduce to the committee Dr. Karl Brandt, who has received the 
President’s nomination to the Council of Economic Advisers and to 
recommend him to your consideration and approval. 

The Cuarrman. Mr. Brandt, we are pleased to greet you, and the 
chairman will ask if any member of the committee has any questions. 

Senator Frear. Doctor, are you acquainted with the very fine agri- 
cultural college outside of Stuttgart in Germany, Hohenheim College? 


STATEMENT OF DR. KARL BRANDT, NOMINEE 


Dr. Branpr. Yes, sir. Iam a graduate of that college, Hohenheim. 

Senator Frear. That is wonderful. I had a little experience there 
myself. Not asa student, however, but as an observer. There is some 
credit given in that school for the invention of a continuous butter 
maker. I am sure it is well founded, I will not question you on it, 
but I know of one of our large manufacturers of dairy equipment in 
this country who was extremely interested and, I think, visited the 
school, too. I personally think it is a very fine school. 

Dr. Branpr. Yes, sir. 

The CHarrman. Any other questions ? 

Senator Sparkman. Dr. Brandt, in all of these different positions 
which you have served with our Government since 1939 or a little 
later, I noticed in nearly all of them you were an adviser and con- 
sultant. Was your —_— primarily in the field of economics ? 

Dr. Branpr. It was, sir, mostly concerning agriculture, agricultural 
policy, food, coined. and trade. 

The CHAIRMAN. Any further questions? 

Senator Capruartr. Yes, I have some questions. 

The Cuarrman. All right, Senator Capehart. 

Senator Capruart. Doctor, I notice your experience has been pri- 
marily with agriculture; is that correct ? 

Dr. Branor. That is right. 

Senator Caprnart. What are your thoughts at the moment with 

respect to solving the agricultural problems of the U nited States? 

Dr. Branvr. Well, I would say the agricultural situation is a very 
complex and difficult one. 

Senator Carrnarr. Very complex? 

Dr. Branpr. Yes, very complex and very difficult indeed. 

Senator Carenarr. That isthe understatement of the day. 

Dr. Branpr. And it is something that is not of very recent date, but 
these difficulties go back to the early 1920’s. In the last few years the 
developments inside of agriculture have, particul: irly under the im- 
pact of new technology, become so dynamic that it is even hard to 
keep track of all the shifts and changes that are taking place. 

I do not believe there is any simple solution by any singular ap- 
proach. And I see also the difficulty that with the residue of our past 
policy experience, one thing has to be avoided definitely: that is to 
make an abrupt change which would bring crashing down on the 
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markets of the domestic economy, as well as the foreign economies, the 
results of price supports that have accumulated in recent years is our 
granaries. 

Senator Carenart. Are you a believer in the flexible price support 
plan, 90 percent of parity, or 100 percent, or are you in favor of a free 
economy for the farmer, getting the Government completely out of 
the farming business ? 

Dr. Branpr. Well, sir, I have formed over the years, in studying 
these problems in the university, opinions on some of these matters, 
but I would say at the moment, in my position to which I have been 
called here to Washington, my personal opinions should not be of 
primary importance. 

Senator Carenart. Is it not a fact that the position you are going 
to occupy here is one in which you will be advising the President as to 
what he should do? You will be giving him information from day 
to day ? 

Dr. Branpr. The Council advises the President on matters of policy, 
and I would say what the President has said in his message lays down 
two major alleys for solution of the agricultural problem, and this is 
on the books, and the Council is naturally standing behind him. 

Senator Carenarr. The Council consists of two members ? 

Dr. Branpr. No, it has three members, but at present there are only 
the Chairman and I. One position is vacant at the moment. 

Senator Caprnarr. That is the one you are being appointed to re- 
place ¢ 

Dr. Branpr. No, there is another one. Dr. McCracken was a mem- 
ber of the Council and he resigned. 

Senator CargeHarr. So there are two new members going on this 
Council ? 

Dr. Branpr. Yes. I assume the other member will be appointed 
soon. 

Senator CapenHart. Let me see just how to ask this question. Let 
me put it this way and see if you can answer it. I am vitally interested 
in the farm situation, because I am one who believes that we must 
solve this problem or we are going to get into economic trouble one of 
these days. 

We have been using the price support system now for some 20 
years in which, if the market price is not as high as the support price, 
then the farmer delivers the products to the Government; if the 
market price is higher, then it is sold on the open market. We have 
been using that for 20 years. 

Then we came along 3 or 4 years ago and adopted the soil bank 
program, which was a program in which we paid the farmers up to 
as high as $60 or more an acre for taking acreage completely out of 
production. 

The end result of all of it is a $9 billion surplus at the moment, 
which is high, comparatively, I would say, to low farm prices. It 
is a cost to the taxpayer. The appropriation asked for bs 
ministration for this year is over $6 billion, and it has been pro- 
gressively going up each year. 


It has not worked. It has not eliminated surpluses. It has not 


taken the taxpayers out of the farming business. Neither has it 
given the farmers anywhere near comparative prices with, let us say, 
the city folks in all business. 
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Have you any ideas on the subject? Or let me ask you this: Do 
you agree with the statement that ] just made ? 

Dr. Branpr. I would agree that this present situation is in many 
ways very aggravating. 

Senator Carenmarr. Yes. 

Dr. Branpr. It is a situation that cannot continue to shift in the 
same clirection, and the President in the Economic Report and in his 
mnessage on agriculture has, to my mind, stated this very clearly, and 
has pointed out that the Government must face the difficulty to carry 
these tremendous surpluses, and must do something about it to re- 
duce them. The question is, of course, why this situation has become 
so bad. 1, for one, would say that if one takes the route of support- 
ing prices at a gradually declining level, then this method must be 
applied to its full extent. It is known, however, that the recommen- 
dations that have been made were never fully followed. But if one 
chooses this alternative and then applies always only a part of the 
“medicine,” the result is that the adjustments in the market do not 
come up to expectations. 

Senator Carenarr. Lam not so certain 1 am following you. If 
you take the philosophy of what ? 

Dr. Branpr. Of adjusting gradually toward— 

Senator Carenarr. Prices downward ? 

Dr. Branpr. Toward a market situation according to supply and 
demand as it develops. 

Senator Carenmarr. Then what happens, you say ? 

Dr. Branpr. If then the Secretary of Agriculture and the admin- 
tration have recommended at various times to make adjustments in 
prices, but the legislation has not fully accepted this, and when it was 
suggested to adjust prices by 10 percent, actually allowed only an 
adjustment of 5 percent or less, then I believe that the full test of the 
effectiveness of the method has not been made. 

Senator Carrnarr. We likewise, have had, over a period of years, 
the 90 percent rigid price support. 

Dr. Branpr. Yes. 

Senator Carrmarr. Then we have had the so-called flexible pro- 
gram, which has been progressively reduced, and that, likewise, has 
added surpluses rather than reduced them and has not raised the 
market price. Do you have any thoughts to give us or any indica- 
tion as to your feelings on this matter—your solution of this matter ? 

Dr. Brinpr. Well, as the recommendations by the Secretary of 
Agriculture to the President have stated, there are two different ways: 
The one is to make the adjustment via the market with prices, and 
the other is to—— 

Senator Caprnarr. “Make the adjustment with prices”: what do 
you mean / 

Dr. Branpr. If we had no support of prices, we would have one 
situation. It is the intention of the administration to reach eventually 
the point at which price support and Government purchases are no 
longer necessary and when more or less the market adjusts itself. And 
this has been the intention fora long, long period. 

Senator Carenarr. Let me ask you this question: How can we pos- 
sibly eliminate surpluses, their getting larger, as long as we have sup- 
port prices, whether they be at 90 percent or 60 or 70 or 80 percent, if 
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the market price is going to always be a little lower or about the same | 


as the support price ¢ 

Dr. Branpr. The adjustments are made in various ways. I have 
never accepted the proposition that farmers produce more- —that is, 
persistently more—when prices get lower. 

Senator CarEu arr. Do you think farmers produce less or more when 
prices are low ¢ 

Dr. Kranpr. If prices of a certain commodity get lower, the ques- 
tion is for how long do the farmers expect them to be lower. If it is 
only a passing situation of 1 year, they may not take the cue, but if 
they teel assured that this low is repeated tor 2 years and this is the 
real situation, then there is a lot otf evidence that farmers would, as 
everybody else would, make the adjustment by cutting output, because 
they are not capabie of distributing their own capital to others 
continually. 

Senator Careuarr. What are your thoughts on recommending that 
the Government spend considerable money with real zip and pep for 
research to find new uses or new markets for farm products 

Dr. branpr. 1 believe that it is a very constructive move to assist 
research that will develop new avenues for the use of agricultural 
commodities, but I would believe that in the free enterprise economy 
we have, this sort of research is something that has to be carried on 
primarily by the y -‘arious industries themselves. However, from studies 
{ have made over the years, 1 feel that there is perhaps too much 
optimism about the opportunity for opening up completely new 
markets by such new technology. 

Senator Carenarr. I gather from what you are saying you think 
this whole thing is rather “hopeless / ¢ 

Dr. branpr. No, not at all. 1 believe that our economy has shown 
over the years that it is capable of making great adjustments. | 
believe also that the economic situation for individual farmers is not 
uniform but differs greatly, in different parts of the country and for 
different types of agriculture. 1 do not subscribe to the generalized 
assumption that “the farmer” is in a poor situation 

Senator Cargruarr. Are you in tavor of keeping support prices? 

Dr. Branpr. 1 believe that after the long period in which the market 
intervention has operated it is not possible to abolish this suddenly. 
But 1 think also that it would be ideal if in the longer run it would 
be possible to let the agricultural economy operate with a minimum of 
such supports. 

Senator Carenarr. Have you any proposals as to what to do with 
the surpluses we have? For example, we have enough wheat on hand 
at the moment to last us for a couple of years. 

Dr. Branpr. Yes, it is one of the most difficult tasks to dispose of 
this enormous stock without creating havoc in the domestic as well as 
the foreign markets. ‘The natural way would be—if there were no 
supports—that most of this would be converted as feed into animal 
products, and in those markets there is much more elasticity than 
many people realize. 
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Senator Carenarr. Do you think we can solve this problem? I | 


mean, the Government. We are in it, whether we like it or not; we 
have been in it many, many years. We are in it to the extent of $9 
billion worth of surplus. Do you think we—meaning the Congress 
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and the administration—can handle this foreign situation without 
taking some drastic measures and being very, very courageous about 
some ‘things? Do you think it can be handled by going along as we 
are on the basis that some of these d: ays something will hi appen that 
will straighten this matter out / 

Dr. Branpr. I have the greatest confidence that if the Congress and 
the administration cooperate closely— 

Senator Caremarr. And the taxpayers will then be relieved of this 
surplus and farm prices will get back up to where they ought to be? 

Dr. Branpr. I have the greatest confidence that if the Congress 
of the United States really tackles this, this problem will even- 
tually— 

Senator Caremarr. My point is, do you think it can be done on any- 
thing other than some very drastic, new ideas / 

Dr. Branpr. I do not see that the measures that have to be taken 
have to be so drastic, but they have to be right in actually adjusting 
very complex conditions for the total capacity of production of agri- 
culture. 

Senator Carrnarr. Ave we not faced with this situation, that we 
have the largest advantage in world trade, business is the best, that 
more people are employed at the highest wages in the history of the 
Nation? The increase in population has been quite rapid over the 
past many, many years, and in spite of all that, the farm situation is 
very, very unsatisfactory ? 

What is it that you economists are looking to now to correct this 
situation? What is there that you think may ‘h: appen now? We have 
tried everything: high price supports, low supports, and flexible sup- 
ports. We have tremendous surpluses, up to $6 billion a year falling 
on the taxpayers. None of this has worked to the degree that we 
have gotten the taxpayers out of the business, gotten the Govern- 
ment out of the farming business, and gotten farm prices up where 
everything would seem to indicate that they ought to be? 

Dr. Branpr. As I see it, the chief problem at the moment is to 
reduce the tremendous cost to the Nation of this system of supporting 
the income of farmers, because the end is primarily a support to 
income. The prices are only means toward that end. 

Senator Carrnartr. [ can certainly agree we want to relieve the tax- 
payers. My point is, Is it not going to take some drastic step or dras- 
tie action; that Is, freezing the surplus except for hungry people or 
some thing drastic / 

Let me ask you thie: Do you think for one minute we would have 
had synthetic rubber today if it had not been for the war when Con- 
gress appropriated 6 or 7 million dollars to build synthetic rub- 
ber plants? Do you think manufacturers would have produced syn- 
thetic rubber except for that drastic step that was taken? Yet they 
knew how to do it. I am just using that as an example of something 
drastic that happened during the war. 

Dr. Branpr. I have no way of guessing at that, but I would say that 
synthetic rubber was not invented, first of all, in this country. 

Senator Carenmarr. | know it was not. 

Dr, Branpr. But it was invented in a country which had a shortage 
of foreign exchange and tried to— 

Senator Carenart. My point is private industry developed it and re- 
searched it and engineered it and developed it, but they never did any- 
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thing about it, they never produced it and it was on their shelves, so 
to speak. The war came along and we had to have it, and we got it. 

Dr. Branpr. Yes, sir. 

Senator Carenarr. We are faced with a situation of a $9 billion sur- 
lus and low prices, ia no drastic action in sight as to how to correct 
it, how to cure it. The only solution I know of that anybody has—at 
least, the general solution at the moment—is to permit prices to go 
lower, and as a result of going lower, the farmers will produce less, 
therefore farm prices will come back up where they belong. Is that 
not the philosophy at the moment in respect to the farm situation ! d 

Dr. Branpr. The proposal that the President has made is to choose 
for wheat between alternatives, andthe one is to tighten temporarily 
the productive capacity all around. This is one method, and that 
Call be clone. 

Senator Carenart. To do what ‘ 

Dr. Branpr. To tighten the productive capacity. 

Senator Carrnarr. You mean, to reduce production / 

Dr. Branpr. Yes, by going from acreage controls to bushel controls 
of output. That is one method. But this is at least a temporary 
solution. The question still comes by necessity at the end of this in- 
terim action, has to loosen Up, because we do not want to see the 
economy eventually drifting into the position where ultimately every 
sort of production is under a quota and administered from Washing- 
ton, L suppose. 

Senator Caren arr. You are an economist. Do you know any way 
to increase business? That is really what you are talking about, to 
sell more, thereby creating a bigger demand which will automatically 
raise the price. Do you know anythi ng to do except to sell more to 
our existing customers or to find new customers or new uses? ' Is there 
any other way to do it? 

Dr. Branpr. Well, with food we run into this difficulty: that the 
elasticity of the demand for-food is somehow relatively limited. It is 
not strictly limited but relatively 

Senator Carenarr. The only reason I am discussing it here, asking 
questions, is that I can see by your biography here that you are pos- 
sibly going to be the one person who will be advising the President 
on the administration of farm problems. At least, you concentrated 
on it or majored in it all your life. I was anxious to get your view- 
point on it, because I am very, very much interested in it. I ama 
farmer, and I represent a farm State, and I am interested in it from 


the standpoint of the general economy of this Nation. The thing 


that frightens me about this is, 1 will say, that neither the administra- 
tion nor the Congress at this moment show any inclination to take 
any drastic steps in this matter. I think we are all drifting, and I 
think it is going to take some drastic steps to do the job. That is all. 

Senator SparKMAN. Mr. Chairman, supplementing that in just this 
one point, I noticed in the papers of yesterday, I believe, that farm 
income for 1959 is expected to drop by 10 percent or more below the 
1958 income. I am not asking for any answer on it. If you have it 
there, perhaps you could advise us whether or not that report was 
correct. But I mention ecm simply to point up the importance of 
this subject that Senator Capehart has brought up. 
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I am pleased with the biographical sketch regarding you, Dr. 
Brandt, and I hope you will be able to bring to us some very helpful 
proposals with reference to the very bad situation that we are in with 
reference to agriculture at this time. 

Dr. Branpr. May I say, sir, I came to Washington with the inten- 
tion to put my knowledge and all the best of my experience in research 
in this area at the disposal of the Council of Economic Advisers and 
to bring it to bear on its work in advising the President on these 
matters. 

The CHairman. Any further questions 4 

Senator Proxmire. Mr. Chairman, could I just ask a question or two 
ae the lines that Senator Capehart developed? J think Senator 

Capehart has been a great champion in the Senate of helping the 
farmer by stepping up research and finding new uses for farm prod- 
ucts. He has appeared before the Agriculture Committee very, very 
effectively, and I think this is certainly one of the most promising 
ways that we can solve this problem. 

But is it not true that Secretary Benson is the No. 1 adviser to 
President Eisenhower on farm policy? Is he not? 

Dr. Branpr. Yes, sir. 

Senator Proxmire. In the second place, in your capacity as an eco- 
nomic adviser, would you not say that the chief problem we have is the 
cost to the Nation of the present farm problem ? 

Dr. Branpt. Yes, sir. 

Senator Proxmire. Is not also an equally important problem the 
level of farm income which has dropped so drastically and which is 
certainly an important ele ie in the total economy / 

Dr. Branpt. Naturally, the Nation has the keenest interest in seeing 
the farm population participate in the welfare of the country. 

Senator Proxmire. Do we not have this extremely serious problem 
of 12 percent of our people producing all the food and fiber and 
getting only 4 percent of the personal income. 

Dr. Branpr. Yes, but I do not believe that these measures are really 
so meaningful. I would say, first of all, one has to look at what 
happens to the income of the farm people. I just noticed 2 days ago 
that the estimate that we put into the Economic Report with a pre- 
liminary figure of $15 billion net income for 1958 has been raised by 
$1 billion and stands now at $16 billion—$16 instead of $15 billion. 

Senator Proxmire. As Senator Sparkman just pointed out, they 
expect prices to be down again and down sharply in the present year, 
or for next year ? 

Dr. Branpt. I believe the fact that this correction had to be made 
in so short a time may indicate how extremely difficult it is to forecast 
today what net farm income we will actually have by the end of 1959. 
There is an indication that some prices of animal products will go 
down. This is particularly true for hogs, and in the Council we keep 
continually watching what is going on. 

Yesterday I had ‘the visit of an economist of the meatpacking in- 
dustry and I discussed with him carefully this question. Even the 
meatpacking industry, with all its market research resources, does not 
know exactly what will happen over the next 6 months to the market 
in hogs. We know that the prices will come down, but not how much; 
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and how much these lower prices, multiplied by the quantity that the | 


farmers will sell, will ultimately mean in income—that we do not 
know. 

And with reference to the other livestock, cattle, there have been 
anticipations that the beef cattle prices will come down a good deal in 
the latter part of this year. But 1 am not so sure that by November or 
December this will be found to be correct. It may take longer. We 
know that eventually larger quantities of beef cattle will come into the 
market. 


Senator Proxmire. The basic economic fact is that we have had a. 


technological explosion in production in farming, is that not true? 

Dr. Branpr. Yes. 

Senator Proxmire. And the second point is that the demand for 
farm products is inelastic, so that when production increases, the price 
drops very sharply. The result is that the income the farmers receive 

oes down unless some action is taken either to limit production or to 
find, as the Senator from Indiana is trying so hard to find, some way 
we can expand consumption through research. 

Dr. Branpr. This is quite correct, but 

Senator Proxmire. Is this the overall problem: Whatever happens 
to the hog market this year or next year or the year after, we have 
this basic, serious problem. As the Senator from Indiana pointed out 
we can only cope with it with some drastic, new idea ¢ 

Dr. Branpr. That is right. 

Senator Proxmire. So as economic adviser to the President, all I 
am interested in is do you feel that we should look for new ideas and 
avenues! The President should be as openminded as possible so when 
new, promising ideas come along they should be very carefully con- 





sidered? That we do not have a solution as yet and we should con- | 


sider this very serious problem with that in mind? 

Dr. Branpr. Very much so, sir. 

Senator Proxmme. Thank you. 

Senator Doveras. Did I understand Dr. Brandt to say that the net 
farm income was now running at the rate of $15.8 billion a year? 

Dr. Branpt. The net farm income that was stated in the Economic 
Report of the President (p. 212) as $15 billion has been reported now 
at $16 billion, and this is the “net income from farming,” including 
the changes in the value of inventories. 

Senator Douenas. I have here a copy of the Economic Indicators 
for February 1959 prepared by. the nai of Economic Advisers. 
On page 7 it gives net farm income, excluding inventories, as $12.8 
billion, and including net change in inventories, $13.7 billion. Are 
you counting the nonfarm income of farm families? 

Dr. Branpr. No, sir. But there are several figures. But if one 
stays within the definition of the net income from farming that com- 
prises the total net income from farming accruing to all farm people, 
including operators’ realized net income, Government payments, value 
of inventory changes and wage payments to farm laborers living on 
farms. Then I say the interesting thing is that this net income which 
we assumed by the end of the year to be $15 million, has actually turned 
out to be $16 billion. Tt is $1 billion higher. 
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Senator Doveias. How do you account for these figures that you 
have? 

Dr. Branpr. I have them here, sir. 

Senator Doveras. How do you account for that discrepancy? You 
report net farm operating income, excluding changes in inventories, 
as $12.8 billion for the fourth quarter of 19% 58 and “including the net 
changes in inventories at $13.7 billion. How do you get this increase 
of two and three billion dollars, respectively ? 

Dr. Branpr. Because this is a different definition for farm income. 
The net income that is reported here as $12.8 billion does not include 
the changes in inventory, and it also does not include 

Senator Doueras. It does include the change of inventories. The 
$13.7 billion figure has at its column head, “Including net change of 
inventories.” 

Dr. Branpr. Yes, but it does not include the wages paid to farm 
workers. 

Senator Doveras. Is that an income of farm operators ? 

Dr. Branpr. No, it is not. 

Senator Dovetas. It is a business expense of farm operators, and 
certainly, on this basis, you would include the wages paid out by 
manufacturers as part of the profits of manufacturing, which of 
course they are not. 

Dr. Branpr. No, Senator. These wages are wages paid to farm 
laborers and are included in the figures I cited in order to measure 
the income from farming of all farm people. This is not merely the 
farm operators’ income. 

Senator Douenas. Oh. 

Senator Bennerr. That is the difference; yours is farm operators, 
his is all farm people. 

Senator Doveras. But the impression that might be given by Dr. 
Brandt’s figure would be that the income of the farm owner or farm 
operator would be $16 billion, which is not the case. Dr. Brandt, I 
have always had a very high opinion of you. I have known your 
views on many economic and social matters. I have read your articles, 
and I think you are technically competent. But I certainly hope you 
will not allow the Council of Economic Advisers to give us such rub- 
ber figures in the future. I do hope that you will observe due caution 
in these matters. 

Dr. Branpr. May I say, sir, the Council does not produce these 
figures. This figure that I reported here is one that comes from the 
Department of Agriculture with their statistical resources. 

Senator Dovuetas. If they would take the elasticity out of their 
rubber we can get more standard measures. It is extraordinary that 
figures given to us by the Council of Economic Advisers is one, two, 
or three billion dollars off from what you have advanced to us orally. 

Dr. Branpr. Senator, may I only say that in this statistical survey 
on agric iculture—and I do this on the basis of a comparison between 
the statistical methods of many countries—there is no country in 
the world that has so perfect a statistical system of penetrating what 
is happening in agriculture as has the United States. 

Senator Doveras. I think that can well be true, but I hope you will 
not include farm wages as income of farm operators, that is all. 
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Senator Bennett. He did not include it. He read income from 


farming and did not use the word “operators.’ 


I think the Senator 


probably did not hear that, did not detect that distinction. 

Dr. Branpr. Senator, I believe we were talking here about the for- 
tunes and the welfare of the American “farm people,” and I believe 
that the farm laborers belong to them. We have quite a number of 
different measures for agricultural income. We can separate the 
farm operators’ income. But if we want to know what the income 
of all farm people is, we have to include the wage payments to farm 
laborers living on farms, I may say, I have seen ‘the gradual develop- 
ment of this refinement in farm income measures. We have reached 
a point where practically every question can be answered. We have 
the income of farm operators, income of all farm people, net income 
from farming, net income from nonfarm sources, the net income from 
all sources, anything we want. But we have to be consistent. If we 


take any one of these measuring rods, we have 
of the years to see what is actually happening. 


to go along the line 
The only reason why 


I have mentioned the recent change in the figure of income of all farm 
people is that I wanted to point out how very difficult it is to forecast | 


with any degree of accuracy what will be 


income of the farm 


operators, as well as the other farm people, by the end of this year, 
because there are uncertainties about what is going to happen. Are 
the farmers going to unload a very large amount of beef cattle this 
year or not? I feel that what I have reported here on the statistics of 
net income from farming is correct, and I will stand on this. I believe | 
there is no error on my side with reference to this statistical measure- 


ment. 


Senator Carenart. I think it all depends on how it is labeled. 
Senator Proxmire. Would the Senator yield on that one point ¢ 


Senator CAPpEHART. Yes. 


Senator Proxmrire. It is true, however you label the figures, what 
figures you accept, the per capita income on the farm from farming 
itself is only a little more than one-third of per capita meome off the 
farm. If you include income from off-the-farm sources, it is only 
about one-half, is not that correct, so the farmer is getting about one- 


half, and you consider all of his income when compared with income 


of people who are not farmers? 
Dr. Branpr. Yes, but 
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Senator Proxmire. This is the big central fact, and no expectation | 
of an increase or a drop in income next year or no adjustment this year | 


is going to basically affect that fact ? 


Dr. Branpr. It is quite possible that by the end of this year the | 


farm income may have dropped slightly. 


Senator Proxmme. But it will still be approximately—— 


Dr. Branpt. But this depends on many things. 


Senator Proxmire. But it will still be far lower than—— 


Dr. Branpr. Not very far lower. 
Senator Proxmire. One-half 
Dr. Branptr. Oh, you compare now witlh— 
Senator Proxmire. With people off the farm 





Dr. Branor. Off the farm, yes; but is this re eally a good measuring | 


rod, if you think of what is involved in all the 


rest of the economy | 
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rom 


ton Senator Proxmire. It seems to me that it is an overwhelming meas- 


ure for this reason: The farmer works tremendously long hours. In 
for- | my State he works 12 hours a day, 7 days a week, 52 weeks a year. 
He has a tremendous investment in ¢ apital. In my State the farmer 


(pee TEE > ORE 


7 | 

aan : has $40,000 to $50,000 invested. He is enormously increasing his 

the efliciency in productivity, ane yet his normal income is about half the 
ome | income of people off the farm. It is true that there are marginal 
inn i farms figured in this amount. But still the average farmer in 
lop- Wisconsin has a substantial investment, and the average income of the 
‘hed | Wisconsin farmer is around 52 cents per hour, according to the Secre- 
rave | ‘ary of Agriculture’s own figures. This seems to me to be the big 
ome } economic injustice in this country today and the big fact that I think 
rom | a man with your excellent bac ‘kground in farming T am sure is aware 
t wo | of and is concerned about. 


aa Senator BENNETT. Senator, is it not also true that the farmer has a 


. es ; 
‘fio number of noncash, compensating forms of income? The food that 
rs eee he grows himself he does not have to have income to purchase. I think 
onal it is not possible to compare accurately the income of a man in industry 
Sood } with the income of a man who is on the farm in terms of its impact on 
aes his personal economy. 
year, CS > ae ; . “1, . . 
aa Senator Proxmire. I would simply like to say in reply, if I may, 
sie | that if you allow most generously for that, I say to the Senator from 
at all Utah that the income of the farmer-is still far, far below. You might 
. | get conceivably up to 60 percent, but it is still so much further below 
lieve | 
| ths at thee omp: ison is most unfortunate. 
sure- | 
Senator Sparkman. May I ask this question: Is it not true in 
| figuring farmers’ income you figure in what he consumes / 
Senator Proxmire. That is my understanding of this last figure; 
that is correct. 
diced Senator SparkKMAN. That is counted 1n; is it not / 
esis Dr. Branpr. The consumption on the farm is counted in and it is 
ene | @iven— 
al Senator SparKMAN. The value of it 1s estimated and it is counted in. 
| ae Senator Dovenas. Gross rental value of farm dwellings is 
counted in. 
come 


Senator Carenart. One more question on your observation. You 
are talking about a $15 billion income for farmers. Is that the income 
figure for farms? 

Dr. Branpr. $16 billion for all farm people. 

Senator Carenarr. And yet the appropriation asked for, this year, 
to support the Department of Agriculture in all of its activities is 
about—what? $6.5 billion? For example, the taxpayer is going to be 
‘alled upon for $6.5 billion to support a $16 billion net income of the 
farmer, which shows you how it is completely, 100 percent out of 
bounds. 

The Carman. Gentlemen of the committee, the Chair has no 
inclination to curb this interesting farm debate. The chairman is very 
much interested in agriculture. About half the people in his home 
State are dependent on farming for their livelihood, whether it is 
tobacco or beef cattle. He has frequently thought of the warning 
Thomas Jefferson gave us about the Government staying out of the 
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farm picture when he said that if we were to look to Washington as 
to when to sow and when to reap, we would lack for bread. And now 
our farmers, as the Senator from Indiana has indicated, are looking to 
the Government not for a break, but for $6 billion of support, 
Frankly, the chairman is more interested in getting the Government 
out of farming than he is in getting it into area redevelopment, but, 
atfer all, that is the business that we have scheduled for today, and 
unless there is some further question, we thank you, ae 

I want the record to show that both Senators from California have 
notified the committee that they endorse your confirmation. 

Dr. Branpr. Thank you, Mr. Chairman. 

The Cuarrman. This adjourns the open meeting. The committee 
will go into executive session. 

(Whereupon, at 11 a.m., the committee proceeded in executive 
session. ) 
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